Internal Revenue Service Department of the Treasury
Washington, DC 20224

Person to Gontact:

]
Telephone Number: I
Refer Reply to:

Jul ¢ o
Date:

EIN: I
Key District: I

Dear Applicant:

We have considered your application for recognition of

exemption from federal income tax under section 501(c) (3) of the
Internal Revenue Code.

The information submitted indicates that you were
incorporated I . /cu state that your purpose is
to promote cultural, educational, social, and economic well-
being, especially with respect to disadvantaged youth. You
accomplish your purposes by awarding scholarships, conducting
zeminars and providing consulting services.

You are closely connected with IS
. . the for-profit company of your founder,
I, ho is the President and CEQ of both
organizations. You will review and approve names of eligible
non-profits provided by I
‘for scholarenips for I
seminars which you will provide. On behalf of your organization,
your founder will be offering seminars and consulting services
similar to those provided by I
. VYou have not clearly stated how the services you offer will
be different fron I
Although you state that there is a contract between the two
organizations, you have not provided such a document. You will

be accepting contributions from your founder’s for-profit
company .

Section 501(c) (3) of the Code provides for the exemption
from federal income tax of organizations organized and operated
exclusively for charitable, scientific, literary, or educational
purposes as long as, among other conditions, no part of the net

earnings inure to the benefit of any private individuals or
shareholders.



Section 1.501¢c)(3)-1(a)(1l) of the Income Tax Regulations
provides that.an organization must be both organized and operated
exclusively for one or more of the purposes specified in section
501(c) (3) of the Code in order to be exempt as an organization
described in such section.

Section 1.501(c)(3)-1(c)(1l) of the regulations provides that
an organization will be regarded as "operated exclusively" for
one or more exempt purpcses only if it is engaged primarily in
activities which accomplish one or more of such exempt purposes
specified in section 501(c)(3). An organization will not be so
regarded if more than an insubstantial part of its activities is
not in furtherance of an exempt purpose.

Section 1.501(c) (3)-1(d)(1)(ii) of the regulations states
that an organization is not organized or operated for one or more
exempt purposes unless it serves a public rather than a private
interest. Accordingly, it is necessary for an organization to
establish that it is not organized or operated for the benefit of
private interests such as designated individuals, the creator,
shareholders, or persons controlled, directly or indirectly, by
such private intzarests.

Section 1.501(c) (3)~1(d) (3) of the regulations defines the
term "educational" as used in section 501(c) (3) to include:

(a) The instruction or training of the individual for
the purpose of improving or developing his
capabilities; or

(b) The instruction of the public on subjects useful to
the individual and beneficial to the community.

In Bettsr Business Bureau of Washington, DC v. United
States, 326 U.S. 279 (1945) it was held that the presence of a
single non exempt purpose if substantial in nature, will preclude
exemption under section 501(c)(3) of the Code, regardless of the
number or importance of statutorily exempt purposes.

Harding Hospital, Inc. v. United States, 505 F2d 1068
(1974), holds that an organization seeking a raling as to
recognition of its tax exempt status has the burden of proving
that it satisfies the requirements of the particular exemption
statute. Whether an organization has satisfied the operational
test 1s a question of fact. See also Christian Stewardship
Assistance, Inc. v. Commissioner, 70 T.C. 1037, 1042 (1978).

You have not provided sufficient information regarding your
activities to enable us determine whether or not you are operated
for charitable purposes. You have not adequately distinguished
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your operations from those of
- , your ajflllated for-profit company. You have not provided
copies of your contract with I

Il VYou appear to be operating for the private benefit of your
founder. VYou award scholarships to enable recipients to attend

lectures offered by your founder’s for-profit organization.

To meet the operational test, an organization must be
engaged in activities furthering "public" purposes rather than
private interests. Based on the above you have not shown that
you are operated for "publlc" purposes rather than operated for
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the benefit of your founder in contravention of section 501 (c) (3)
of the Code.

Accordingly, we have concluded that you are not operated

exclusively for exempt purposes and are not entltled to examptlon
under section 501(c) (3) of the Code. -

Donors may not deduct contributions to you under section 170

of the Code. You are required to file federal income tax re-
tTurns.

You have the right to protest this ruling if you believe it
is incorrect. To protest, you should submit a statement of your
views, with a full explanation of your reasoning. This state-~
ment, signed by one of your officers, must be submitted within 30
days from the date of this letter. You also have the right to a
conference in this office after your statement is submitted. You
must request the conference, if you want one, when you file your
protest statement. If you are to be represented by someone who
is not one of your officers, that person will need to file a

proper power of attorney and otherwise qualify under our Confer-
ence and Practices Requirements.

If you dp not protest this proposed ruling in a timely
manner, it will be considered by the Internal Revenue Service as
a failure to exhaust available administrative remedies. Section
7428 (b) (2) of the Code provides, in part, that a declaratory
judgment or decree under this section shall not be issued in any
proceeding unless the Tax Court, the Claims Court, or the Dis-
trict Court of the United States for the District of Columbia
determines that the organization involved has exhausted adminis-

trative remedies available to it within the Internal Revenue
Service.
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If we do not hear from you within 30 days, this ruling will
become final.and copies will be forwarded to your key District
Director. Thereafter, any questions about your federal income
tax status should be addressed to that office. The appropriate

State officials will be notified of this action in accordance
with section 6104 (c) of the Code.

Sincerely yours,

Chief, Exempt Organizations
Technical Branch 2



